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09/11/2009 - .S. EPA CID Special Agent (SA) DISNDIGISEEEE 2nd 8 SA

DENOINISEE  ntervieved DIOHOINISE Associate Electrical
Engi neer, Detroit Water and Sewerage Departnment (DWSD) regarding (B

participation in the review of bids submitted for contract DW5 844A:
Security System Upgrades for Booster and Punp Stations.

DETAI LS
On Septenber 10. 2009, U S. EPA CID Special Agent (SA) BISHOINISHEEE
and FBI SA EISNENGISEEE i ntervi eved [INNDIGISNNE Associ at e

El ectrical Engineer, Detroit Water and Sewerage Departnent (DWSD)
regarding [ participation in the review of bids submtted for contract
DW5 844A: Security System Upgrades for Booster and Punp Stations. After
being informed of the identity of the interview ng agents and the purpose
of the interview [BISHEIEES] rrovided the follow ng information:

DENDIEIN DONOIEEN st Pointe, M chigan; [HISNSIGISEN:
DOB: IEGHEN \work address: 1420 Washington Blvd, Suite 400, Detroit;

wor k tel ephone: [BISHOINISE

BIONOI®) has been enployed for the last eight and half years with the
DWED, and prior to that [ worked for Geat Lakes Steel for eleven years.
BIONOI®) al so worked for DWSD for another eight and half years before
being enpl oyed by Geat Lakes Steel. [(DISHEIEES] as a part of the

eval uation commttee for DWED contract 844A. [BISHEIEEE] cxp! ai ned t hat
it is standard practice to have the evaluation conmttee consist of
representatives of groups within the DWSD who have a stake in the
contract being eval uat ed.

The eval uation committee for 844A consisted of DISHEIEES (engi neering),
EIONENGIS (i ntenance), [ISMEEEIN (field operations), [DINENEN
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(security), DISHOIGISEN ('7) as well as representatives from PMA and
the Smth Goup. [DISHEIEE cxr! ai ned that PMA serves as a facilitator

for the evaluation comrttee during their review of the bids. In the case
of 844A Asad |Issac represented PMA. The Smith G oup provides oversight
and technical review of the contract including during the construction

process. [DISHUIGHE 2d DIONOIGNE Ve the Smith Goup enpl oyees

assigned to 844A. BN no ! onger works for the Smith G oup.

BIONOINI®) rccalled that Mtor City Electric (MCE) was the highest
ranked bi dder for 844A by the evaluation cormittee. The final score is
based on a total of ten categories, including the conpany’s

organi zati onal structure, design nmanager and constructi on manager. The
eval uation comittee evaluates the individuals named for each position
based on their individual experience. The conmittee also reviewed the
technical portion of the bid which consists of twenty to twenty five
categories. Each conmttee nenber scores the bid packages i ndependently
fromone another but then get together to discuss their findings and
justify the scoring given. The PVMA representative keeps track of the
scores on a chart on the wall during the neeting and is the one who
records the tabul ation. The evaluation comrmittee reviews the bids by
“team by team proposal by proposal.” These findings are distilled into
one report by the PMA representative. The Contracts and Grants depart nent
receives as copy of the PMA report as does DWED.

The maxi mum score for the bid is one thousand points. [BISHEDINESI
commented that MCE was close to the maxi num score and was the hi ghest
scoring bidder. A total of four conpanies submitted bids which were

eval uated. [DISHEIEES] t hought that the order of scoring was as follows:
1) MCE 2) DFT 3) EBI 4) Wl bridge. The committee sends a reconmmendati on
letter to the upper managenent of DWSD, which at the tine of the awarding

of 844A was _. The Director then submts - selection to

the Water Board for approval.

Once a conpany is subnmitted to the Water Board for approval the DWED
negotiates with the sel ected conpany. However in the case of 844A the
deci sion was made to negotiate with both MCE and DFT. Wen asked who was
it that nade the decision to negotiate with the top two bidders verses
the usual top bidder, [DISHEIEES] cr! i ed probably the director.
BDIONOINI®) cxp! ai ned that no one else in DWD had the authority to nake
such a decision. The explanation provided to IS s that given
the cost difference between the two bidders the director wanted to make
sure that the selected contractor did not incur cost overruns or change
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orders. [DISHEIE®) does not recall how [ | earned of this explanation.
DIONOINI®) aoreed that any change orders have to be approved by the
DWSD. The eval uation conmmittee does not | ook at the cost of the bids
submitted as that is reviewed and eval uated separately. The decision to
negotiate with two bidder is somewhat unprecedented in BISHSINIESEE
experi ence.

BDIONOINI®] cxp! ained that § wanted MCE to be awarded the contract has
they were the | owest bidder, were a quality firmwi th a good experience

base. DISHEINISE added that in [ opinion MCE was a “top notch” firm

After the decision was nmade to negotiate with the two conpanies, the

bi dders were asked to subnit answers to several questions, nostly
clarifications of information provided in the original bid packages. The
eval uation commttee was reconvened to review the additional submttals
in conjunction with the bid packages. [SISHEOIGISEN of Contracts and

G ants stopped into a neeting of the evaluation commttee and directed
the coormittee nenber not to make a recommendati on but just to eval uate
the packages. [DISHEIEI®) does not recall the justification given by
BIGNE) for why the conmittee was to not come up with a recomrendation on
a contractor.

PMA handl ed nost of the correspondence between the bidders and the DWED.
BIONOINI®) rcvi ewed sone of the draft correspondence via email and
provi ded comments to PMA accordingly. PVMA also created a matrix form
which lists the commttee’'s findings. The comittee’s reconmendation for
the first round of bid review was transmtted to the DWSD Executive Team
via a cover letter witten by PMA. PVMA al so processes clains for danages
and change orders.

DIOHOINI®] \vas asked @ opinion and recollection on the issue of the

bi ddi ng contractors having to commit to a conpletion schedul e which was,
in part, dependant on a third party. [(DISHSIGESE cxr! ai ned that the
security systemrequired SBCto install new fiber optic lines. ME
requested an additional 183 days to ensure that the lines were installed
and the systemcould be tested while DFT told the DWD that they would
conply with the existing schedule. It is [SISHOISESEE 'cco! | ection that
all parties noted the reliance on SBC as a concern. As for MCE s
position that the DWSD had added i ncreased the scope of work items to the
fifty sites which would require additional time, [(SISHEIES] t hought that
MCE coul d have conpleted the work on tine.
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BDIONOINI®) characterized DD s awardi ng of the contract to DFT as “a
bad busi ness decision” given MCE's reputation and prior experience with
DWED as well the $2.5 million cost differential between MCE and DFT.
BIONOINI®) roi nted out that the MCE proposal provided for the
installation of all “critical” conponents within one year and the conpany
likely woul d have been able to get the entire system operational w thout

i ncurring any additional costs.

DFT ended up taking an additional six nonths to a year over their
contract schedule. The contract set forth penalties in the case of DFT' s
failure to conply with the schedul e however the DWSD never enforced this
contractual provision. DISHOIGSEE o' ocup was responsible for
enforcing the contract. [(ISHEIEES] | s aware that DFT submitted change
orders but they were all denied [DISHEIEIS] added that some of the
change orders were requests for paynent on the sane issue, as DFT seened
to be trying to conme at the issues in different ways. BISHOIEES] and
EIONOINIEN vwoul d have been the decision nmakers on the change orders.

Sone of the considerations given to negotiating with two bidders verses
the standard one are as foll ows:

1) Gven MCE s request for an additional 183 days to conplete the project
there was a concern that DWSD woul d i ncur additional internal and
external costs.

2) The security representative may have wanted the systemin sooner given
the Honel and Security related issues. [QSH@J or others may have used
this criteria in an attenpt to override the cost difference between the
two bidders. [DISHEIEE®) doesn't think this is a valid concern but opined
that the DWSD managenent nmy not agr ee.

3) The extension of tinme would have also resulted in additional security
costs to the DWED.

DIONOIN®) rcviewed a neno dated April 14, 2004 fromthe eval uation
conmmttee to - and _, whi ch was routed through _. Thi s
meno presents the recomendati on of the evaluation conmmittee to award
844A to MCE. SA [DIGHEN roi nted out the handwitten note on the second
page of the nenp which states that the recommendati on “wasn’t what the
Board intend (sic). This gos (sic) against the spirit of the process that
was approved by the Board.” [BISHEIEEE] stated that [DISHEIE coments
did not make any sense as a recomendation is exactly what the process
results in which is the best deal for the nonies spent. [BISHESIEES] added
that by negotiating with two bidders the DWSD may have violated city
policy. The policy is geared towards preventing corruption and shoul d
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apply to all levels of city governnent, not just the evaluation conmttee
menbers. [DISHEIGISNE has not heard of or personally been involved with
any other contracts which were negoti ated between two bi dders.
BDIONOIN®) suggested the agents speak to DISHEOINESE of the DWD on
this issue as [ff] has nore experience in evaluating bids. (See Attached
April 14, 2004 neno)

IM5Gis a consulting group contracted by DWSD to review the | anguage of
request for proposals (RFPs) and contracts for technical and | egal
deficiencies. In DISHOINESEN cxrerience the | MG staff did not provide
any added value to the process and nake obvious conments, if any at all.
BDIONOINI®) cpi ned that Judge Fei kens had good intentions in requiring
out si de oversight of the RFP and contracts but the effort fell short. I MG
does not get involved in the negotiation phase of the contracts.

BDIONOINI®) beclieves the DFT 844A contract was poorly executed, required
additional tinme to conplete and created a | ot of additional work for the
DWED enpl oyees. [(DISHEIES] t hi nks these problens were due in part to

i nconpetence on the part of DFT. One exanple was how npotion sensors were
installed on fencing which was not tightened, so every tinme the wi nd bl ew
hard enough the alarnms were triggered. SISHEIEIS) does not know of any
efforts by DWED staff to chall enge the conpany as to the nunerous

probl ens.

BIONOINI®) rccall ed being deposed as a part of a lawsuit filed by MCE
over the awardi ng of 844A to DFT. [DISHEIES] s deposed in front of the
other witnesses involved in the case. The only advi ce [BISHDINESI
received regarding [[@J testinony was fromthe city attorneys and that was
to answer the question asked, no nore, no |ess.

BDIONOINI®] has al so been a part of the evaluation conmittee for the
foll owi ng contracts:

1) DWS 831 which was awarded to Doubl e Jack Electric

2) PC 713 which was awarded to Wl bri dge Al dridge/ Tucker Young JV

3) PC 759 which was awarded to DeMari a

At the conclusion of the interview [SISHEOIEES] s served with a grand
jury subpoena for [ testinony.

ATTACHVENT
Eval uation Committee Meno
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